1600 ^1620 





BORROWER 




BORROWER 




i 














^1400 




^1400 


1 


F 






F 


s 


COMMUNICATION CHANNEL 


i 






i 








r 1400 






' 1400 




i 


r yi500 


i 




1510 




LENDER 




LENDER 





1000 



FIG. 1 



( BEGIN "*) 



OFFERING FIXED PAYMENT ARM AT AN 
INITIAL INTEREST RATE 



2100 



CLOSING THE FIXED PAYMENT ARM 



RECEIVING FROM THE BORROWER 
A FIXED PAYMENT 



2200 



2300 




2400 2500- 



CURRENT 

INTEREST X. NO 

RATE 
JCREASESj 

YES 



YES 

^ 


r 


RECEIVING A REQUEST FROM 
THE BORROWER FOR A LOWER 
INTEREST RATE 


i 


r 


j DETERMINING A PRINCIPAL & 
INTEREST AMOUNT AT THE 
LOWER INTEREST RATE 



250E 



INTEREST 
VTE DOES NOT EXCEED"" 
INITIAL INTEREST 
RATE 

'yes 



NO 



I 



determine the difference 
between fixed payment and 

REVISED INTEREST P&l AMOUNTl 



I 



PREPAY THE MORTGAGE 
BASED 
ON THE DIFFERENCE 



-2410 



•2420 



•2430 



-2440 



NOTIFY THE BORROWER OF AN 
INTEREST RATE INCREASE 



DETERMINE A P&l AMOUNT AT 
THE INCREASED, REVISED 
INTEREST RATE 



I 



DETERMINE THE DIFFERENCE 
BETWEEN FIXED PAYMENT AND 
REVISED IN TEREST P&l AMOUNT 



PREPAY THE MORTGAGE BASED 
ON THE DIFFERENCE 




25 



■25: 



25: 



■ 25' 



FIG. 2 



PRINCIPAL BALANCE 

INTEREST RATE 




FIG. 3 



o 




o 




o 




to 

\ 


LENDER 


o 

CO 


. BORROWER 


CM 
CO 


BORROWER 



o 
o 



c c 

3 CO 

15 




c 



BEGIN 



3 



2300 



RECEIVING FIXED PAYMENTS FROM A 
BORROWER 




CURRENT 
INTEREST 
RATE 
DECREASES 



2400 



NO 




RECEIVING REQUEST FROM THE 
BORROWER FOR A LOWER INTEREST 
RATE 



2410 



BORROWER 
MEETS CONDITIONS^ 
TO LOCK A LOWER, 
REVISED INTEREST 
RATE? 



5100 



YES 



DETERMINE LOWER, REVISED 
INTEREST P&l AMOUNT 



DETERMINE DIFFERENCE BETWEEN 
THE FIXED PAYMENT AND THE LOWER, 
REVISED INTEREST P&l AMOUNT 



2420 



2430 



PREPAYING THE MORTGAGE BASED 
ON THE DIFFERENCE 



2440 




FIG. 5 



